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FLORIDA B ANCORP

TO OUR SHAREHOLDERS:

We are pleased to present you with our 2002 Annual Report...... another challenging year
where Florida Savings Bancorp showed positive and profitable growth. Recognizing the
uncertain economic conditions and the vastly changing banking environment, we are still working
hard to establish an ongoing diversified financial services company based upon a strong service
oriented culture. We continue to focus on our future growth, our business plan, philosophy and
objectives.

While the economy and our country face turbulent times ahead, which may have an
impact on the Bancorp and its subsidiaries in the coming months, there was significant progress
during the Year 2002 which we are proud to review at this time.

Accomplishments
Florida Savings Bancorp successfully brought to market a convertible debenture offering raising
slightly over $3.1 million.

Florida Savings Bank showed the following significant areas of progress:
» The Bank opened its first branch location, the Coral Way Branch, in the second quarter of
2002 and, as of year-end, the level of new deposits exceeded $7.7 million

» Total Assets grew to $ 81.1 million at year-end, an increase of 32% over the prior year.
» Total Deposits grew to § 70.2 million at year-end, an increase of 32% over the prior year.
» Core Deposits grew to $7.1 million at year-end, an in increase of 149% over the prior year.

» Total Loan Production and Closings of the Bank was $39.4 million at year-end, up 10% from
2001 year-end.

» Total Net Loans grew to $ 51.8 million at year-end, an increase of 1% over the prior year.

» Net Interest Margin grew to $ 2.1 million compared to $§ 1.6 million prior year-end, an
increase of nearly 35%.

» Non-Interest Income grew by more than 79% compared to the prior year-end, reaching
$814,000.

» Secured regulatory approval for a third branch location in the City of Sunny Isles Beach.
FSB Insurance Agency, a wholly-owned subsidiary of Florida Savings Bancorp, licensed and

engaged two employees for the sale of insurance products to our customers and the communities
we serve.

FSB Development Corp, a wholly-owned subsidiary of Florida Savings Bancorp, successfully
completed the construction of two luxury single-family custom homes and is currently actively
marketing them for sale.

Financial Overview

Florida Savings Bancorp earned, on a consolidated basis, a first-time profit for the year of
$50,000 or $0.07 per share. The Bank contributed slightly less than $ 235,000 in net-after-tax




profits to the consolidated income statement of the Bancorp and has been operationally profitable
every month since 2001. As mentioned in the accomplishments above, the effects of the cost of
the convertible debenture offering can clearly be seen. The use of the net proceeds was primarily
used as working capital advances for FSB Development Corp. in the completion of its two home
projects, and to increase the capital investment in Florida Savings Bank. The results of the $ 1.5
million down-streamed to the Bank is beneficial in both the overall growth of the Bank, which is
closely governed by regulatory authorities who monitor the Bank’s Capital to Assets ratio, as well
as the Bank’s lending limit to a single borrower. The provision for loan loss continues to grow in
relationship to new loan demand and management continues to monitor the adequacy of the
reserve. The Bank’s capital position remains strong and is classified as “Well Capitalized”, the
highest classification assigned by the Office of Thrift Supervision, with our Tier 1 (“Core
Capital”), Tier 1 Risk-Based and Total Risk-Based Capital ratios of 8.97%, 13.80% and 14.77%,
respectively.

The Bank celebrated its three year anniversary in April of 2002, signifying that the
overall operation of the institution is now becoming “seasoned”. As a subsequent event to the
year-end 2002, the Bank successfully foreclosed on two loans in January 2003 and management
expects to recover not only its principal investment but recover a significant portion of its
unearned interest and legal costs.

Focus on Growth

It is anticipated that the Bank will open its third branch location in Sunny Isles Beach
during the first quarter of 2003. Along with the successful opening of the Coral Way Branch in
late May 2002, Florida Savings Bank will have three locations operating in Miami-Dade County.
Management, while it continues to monitor opportunities for new, quick entry-low cost branch
locations resulting from bank consolidation and divestitures, has become more conservative in its
efforts when reviewing branch sites based on the current economy. With the current economic
conditions as they are and interest rates at their lowest levels in years, the Bank has a significant
challenge ahead. This challenge is to develop loan growth without extending into long term fixed
rate loans. Management continues to be ever vigilant and wants not to repeat what the Savings
and Loan Industry experienced in years past. The South Florida market continues to afford us
ample opportunity for future growth.

We will continue to steadily develop and build upon a dedicated bank staff, firmly
committed to providing the ultimate level in customer service. Additionally, we will strive to add
to our full menu of bank products and services to build and maintain strong overall customer
relationships. The year 2003 will be a year where the growth of the bank along with the growth
of additional related financial service companies at the holding company level will be our focus.

Future Outlook
As we approach our Four-Year Anniversary in April 2003, our future performance and
success is looked upon with cautious optimism and enthusiasm. The foundation for our future
success is tied to our focus on our strategic plan, a disciplined commitment to implementation and
maintaining outstanding customer services and experiences, in an effort to weather uncertainties
that may develop in the near future. The Board of Directors, management and employees thank
you for your investment and continued support.

Ve TrumYours,

~f
Berndrd4anis obert L. Bonnet
Chdirrhan of the Board President

Chief Executive Officer
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Pinecrest, Florida

Audited Consolidated Financial Statements

At December 31, 2002 and 2001 and for the Years Then Ended

(Together with Independent Auditors' Report)




Independent Auditors' Report

Board of Directors
Florida Savings Bancorp
Pinecrest, Florida:

We have audited the accompanying consolidated balance sheets of Florida Savings Bancorp and
Subsidiaries (the "Company") at December 31, 2002 and 2001, and the related consolidated statements
of operations, stockholders' equity, and cash flows for the years then ended. These financial statements
are the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of the Company at December 31, 2002 and 2001, and the results
of its operations and its cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

HACKER, JOHNSON & SMITH PA
Fort Lauderdale, Florida
January 14, 2003




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Consolidated Balance Sheets

(% in thousands, except share amounts)

Assets

Cash and due from banks..........cccceeeimeeriinieinieniiecsie e
Interest-bearing deposits with banks.......ccoooveeiiiiiiieii e

Total cash and cash equivalents...........ccccovevvvirinviiirnennnnn.

TIME AEPOSIES ..venvivrerierieeieieitei ettt et as e e
Securities available for Sale .........oooviiviiiiiice e
Loans, net of allowance for loan losses of $510 and $599.................
Loans held for sale ..o,
Real estate under development ..........cccccveeievieiiiiecineie e
Premises and equipment, Net...........cccovirieriineeniinieeienrnieseeee e
Federal Home Loan Bank stock, at COSt.....veivvvviieieeiriee v
Accrued Interest reCeiVable.......oiiiiviiie it
Deferred taX @SSOl .iviviririiiiiiii et e es et ste et e e e s et eeaes
BT ASSEES ettt ettt e e e et e e e e e e eeeeaeeneaaaaaas

TOtal ASSELS.....cveeiieeeiiietre ettt e
Liabilities and Stockholders' Equity

Liabilities:
Noninterest-bearing demand deposits .......cccovvevvercvirieennriseeennnnns
Savings and NOW depositS.......ccccvereirivrenirenenneeerenenieecenninens
Money-market deposits.......c.ecvveriieririneniinieniresesesee e eeeiene
TIME AEPOSILS cevvvieeriiiieeriie ettt et et s sre et e e aeas

Total dePositS.....ccuirireiiiieirenrccene e

Federal Home Loan Bank advances..........ccccocooveeeiivvrecriiennnennen.
Convertible debentures........c..ceeeviiveviiierieniniree e
Other DOITOWINES ....covveviiiiieiiitieie ettt e
Advance payments by borrowers for taxes and insurance ...........
Official ChECKS...ovicveriiiiii ettt

Commitments and contingencies (Notes 5, 11 and 14)

Stockholders' equity:
Preferred stock, $.01 par value, 1,500,000 shares
authorized, none outstanding ........c.ccecceeeverieereeresesrneneeeennas
Common stock, $.01 par value 3,500,000 shares authorized,
757,000 shares issued and outstanding..........c.cccceevvvrrvernnenn.
Additional paid-in capital..........cccoeerinrniiiii e
Accumulated deficit ......ooveeviiiieiiieceiccce e e
Accumulated other comprehensive income (108S)......cccccevvrenennn..

Total stockholders' equity .......cccoevveriiicienniiecciiiecccreene,
Total liabilities and stockholders' equity .........c.ccecueeeene.

See Accompanying Notes to Consolidated Financial Statements.

2

At December 31,
2002 2001
$ 3,626 1,381
1.821 1,872
5,447 3,253
1,153 1,182
19,971 3,767
51,019 51,202
1,126 -
2,638 1,579
1,401 808
375 295
453 341
567 700
431 220
$ 84.581 63.347
7,095 2,853
21,651 15,244
3,008 3,447
37,686 31.319
69,440 52,863
2,900 2,000
3,167 -
1,459 1,292
107 146
679 472
199 133
77.951 56.906
8 8
7,567 7,567
(1,083) (1,133)
138 1)
6,630 6.441
$ 84.581 63,347




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Consolidated Statements of Operations
(% in thousands, except share amounts)

Year Ended December 31,
2002 2001

Interest income:

3,361 3,661
Securities available for sale 404 342
Other interest-earning assets 111 242

Total interest income 3.966 4,245
Interest expense:
Deposits 1,722 2,526
Federal Home Loan Bank advances 120 132
67 -
Total interest expense 1.909

Net interest income 2,057

Provision for loan losses 110

Net interest income after provision for loan losses 1.947

Noninterest income:

Service charges and fees on deposit accounts...........ooccevveveeennenne. 255 149
Gains on 8ale O LOANS . ...u.vviiiiieiiiie et 69 -
Gain on sale of securities available for sale .....cooovvvvvviirivciinnennenn, - 16
Prepayment fees......oouveiiiiiiierieee et e e 113 69
OHRET ..ottt et e bttt et eras s 69 78
Total NONINtErESt INCOIMIE «.vvvverrveriirreeereeeessserrreeessseessrrrerssrenes 506 312

Noninterest expense:

Salaries and employee benefits ......ccoceeviiieiecriinecciiieeniecrieeiae 924 328
Occupancy and equIPMENt EXPENSE ..ecervereerreeerreerereerrersesirreornes 544 379
AAVETTISING .ottt ettt 92 61
Data PrOCESSING .ouveirireiiirireniieieniteeieeitererer e eneee 175 135
OTRET 1ottt ettt te et 618 430
Total nONINIErest EXPENSE ..euvereerveeirrierrernrereereeresienreenenns 2.353 1.833
Earnings (loss) before income taxes (benefit) .......cooeeevivvcenieninennn, 100 (252)
Income taxes (benefit) ....cooveeiirieerieniieeeeeeeeee e 50 (98)
Net €arnings (10SS) ..cveeveeeieevririesreeiereereeseesesreseeteeeessassesseesessesssssens $ 50 (154)
Earnings (loss) per share, basiC.........cc.ccoviviiiieniieiiniieniieneceieae $ .07 (.20)
Earnings (loss) per share, diluted............coecvmvevrorecerieniieeiceene $ 12 (20)
Weighted-average number of shares outstanding for basic............... 757,000 751,500
Weighted-average number of shares outstanding for diluted............ 828,978 751,500

See Accompanying Notes to Consolidated Financial Statements.
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Consolidated Statements of Stockholders' Equity
Years Ended December 31, 2002 and 2001

($ in thousands, except share amounts)

Accumulated
Other
Compre-
Additional hensive Total
Common Stock Paid-In Accumulated Income Stockholders'
Shares Amount Capital Deficit (Loss) Equity
Balance at December 31, 2000............coocee.... 735,000 $8 7,332 (979) 3) 6.358
Comprehensive income (loss):
NEt10SS 1ovveceiiiirece s - - - (154) - (154)
Net change in unrealized loss on
securities available for sale,
net of tax of $1 .o, - - - - 2 2
Comprehensive income (10ss)........... (152)
Issuance of common stock................ 22,000 - 235 - - 235
Balance at December 31, 2001........cccccevvennen. 757,000 8 7,567 (1,133) (1) 6.441
Comprehensive income:
Net earnings .......cccoevericvererienvencinnnne - - - 50 - 50
Net change in unrealized loss on
securities available for sale, ,
net oftax of $83.....cvveviiiiviiies - - - - 139 139
Comprehensive income............ove.... _ . 189
Balance at December 31, 2002..........ccoceevvenee 757,000 $8 7,567 (1.083) 138 6.630

See Accompanying Notes to Consolidated Financial Statements.




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Consolidated Statements of Cash Flows
(In thousands)

Year Ended December 31,

2002

Cash flows from operating activities:
Net earnings (loss)
Adjustments to reconcile net earnings (loss) to net cash (used in) provided

by operating activities:
Depreciation and amortization
Provision for loan losses
Deferred income taxes (benefit)
Net amortization of fees, premiums and discounts
Gain on sale of securities available for sale
Gain on sale of loans
Proceeds from the sale of loans held for sale
Originations of loans held for sale
Increase in accrued interest receivable and other assets
Increase (decrease) in official checks and other liabilities

Net cash (used in) provided by operating activities

Cash flows from investing activities:

Purchases of securities available for sale ..........cccccoiveiiiiiniiiinic e, (19,306)
Proceeds from the calls and maturities of securities available for sale ........... 1,445
Proceeds from the sale of securities available for sale...........cccoevvvecnnnnnnae 125
Proceeds from repayments of securities available for sale..........c.ccccoeceieennn. 1,714
Purchase of Federal Home Loan Bank stock ........ccccoveeiieeiiicinicciiec e, (80)
Net decrease (increase) N IOAnS.......coccvvceriiiiecicnnnininieee et 43
Net decrease (increase) in time depPOSItS .....ecviveeiiririinvieeeiiiereeecenerareeaes 29
Net increase in real estate under development............cocveeeveniinrecnirnneninnennens (1,059)
Purchase of premises and eqUIPMEnt ..........cocoeervevirnreninncnineneee e (742)
Net cash used in investing activities.......ccoccevirivervinineeie e e enens (17.831)
Cash flows from financing activities:
INEt INCTEASE 1N AEPOSTES..eeruereriireieirirentieriaeieesrieereibest e ssteeeaebeseseesbesseesseesane 16,577
Proceeds from the sale of subordinated debentures ............ccoccevenivnnncnenncns 3,167
Federal Home Loan Bank advances...........ccceccoiininicninincniincnceee e 900
Net increase in Other DOITOWINES .......ceverreiriieiieieci et 167
Proceeds from issuance of common Stock .......oooecvivviiiienreiein e, -
Net decrease in advance payments by borrowers for taxes and insurance...... (39
Net cash provided by financing activities .........cccccvverieevenecvinincnnene. 20.772
Net increase in cash and cash equivalents.............coooeverievecereee e 2,194
Cash and cash equivalents at beginning of year .......c.ccoceevvvievrniniinneceecens 3,253
Cash and cash equivalents at end of Y€ar.........ccccoovveviiiieviiicec e $ 5,447

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest, net of amounts capitalized of $95 and $104, respectively ......... $1.858

TNCOME TAXES ..ttt ettt st n e e seic e $_-
Noncash transaction -
Accumulated other comprehensive income,
net change in unrealized gain on securities
available for sale, net of taX ..ovviveeciivie e $_139

See Accompanying Notes to Consolidated Financial Statements.
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2001

(154)

104

109

(3,502)

5,648
542
(20)

(9,676)
(1,082)
(987)
(57)

(9.134)
8,151

1,292
235
(16)

9.662
637

2.616
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements

At December 31, 2002 and 2001 and For the Years Then Ended

(1) Summary of Significant Accounting Policies

Organization. Florida Savings Bancorp (the "Holding Company") owns 100% of the outstanding
common stock of Florida Savings Bank (the "Bank"). The Bank is a federally-chartered savings
bank and its deposits are insured by the Federal Deposit Insurance Corporation. The Bank
provides a variety community banking services to businesses and individuals in Miami-Dade
County, Florida. The Company has three additional subsidiaries, FSB Development Corp., FSB
Insurance Agency, Inc. and FSB Properties, Inc. FSB Development Corp.'s primary business
is the acquisition, construction, and sale of residential real estate. FSB Insurance Agency, Inc.
was inactive at December 31, 2002 and 2001. FSB Properties, Inc. was incorporated in June
2001 and is currently inactive.

Basis of Presentation. The accompanying consolidated financial statements include the accounts
of the Holding Company and its subsidiaries (collectively the “Company™). All significant
intercompany accounts and transactions have been eliminated in consolidation. The accounting
and reporting practices of the Company conform to accounting principles generally accepted in
the United States of America and to general practices within the banking industry.

Use of Estimates. In preparing consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America, management is required to make
estimates and assumptions that affect the reported amounts of assets and liabilities as of the date
of the consolidated balance sheet and reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. Material estimates that are
particularly susceptible to significant change in the near term relate to the determination of the
allowance for loan losses and deferred tax assets.

Cash and Cash Equivalents. For purposes of the consolidated statements of cash flows, cash and
cash equivalents include cash and balances due from banks and interest-bearing deposits with
banks, all of which mature within ninety days.

The Bank is required by law or regulation to maintain cash reserves with the Federal Reserve
Bank. The reserve balances at December 31, 2002 and 2001 were approximately $51,000 and
$23,000, respectively.

Securities. Securities may be classified as trading, held to maturity or available for sale. Trading
securities are held principally for resale and recorded at their fair values. Unrealized gains and
losses on trading securities are included immediately in operations. The Bank does not maintain
any securities in a trading portfolio. Held-to-maturity securities are those which the Bank has
the positive intent and ability to hold to maturity and are reported at amortized cost. Available-
for-sale securities consist of securities not classified as trading securities nor as held-to-maturity
securities. Unrealized holding gains and losses, net of tax, on available-for-sale securities are
excluded from earnings and reported in other comprehensive income (loss). Gains and losses on
the sale of available-for-sale securities are determined using the specific-identification method.
Premiums and discounts on securities available for sale and held to maturity are recognized in
interest income using the interest method over the period to maturity.

(continued)




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued
Loans. Loans management has the intent and ability to hold for the foreseeable future or until
maturity or pay-off are reported at their outstanding principal adjusted for any charge-offs, the
allowance for loan losses, and any deferred fees or costs on originated loans.

Loan origination fees are deferred and certain direct origination costs are capitalized. Both are
recognized as an adjustment of the yield of the related loan.

The accrual of interest on loans is discontinued at the time the loan is ninety days delinquent
unless the loan is well collateralized and in process of collection. In all cases, loans are placed
on nonaccrual or charged-off at an earlier date if collection of principal or interest is considered
doubtful.

All interest accrued but not collected for loans that are placed on nonaccrual or charged-off is
reversed against interest income. The interest on these loans is accounted for on the cash-basis
or cost-recovery method, until qualifying for return to accrual. Loans are returned to accrual
status when all the principal and interest amounts contractually due are brought current and
future payments are reasonably assured.

Allowance for Loan Losses. The allowance for loan losses is established as losses are estimated to
have occurred through a provision for loan losses charged to operations. Loan losses are
charged against the allowance when management believes the uncollectibility of a loan balance
is confirmed. Subsequent recoveries, if any, are credited to the allowance.

The allowance for loan losses is evaluated on a regular basis by management and is based upon
management’s periodic review of the collectibility of the loans in light of historical experience,
the nature and volume of the loan portfolio, adverse situations that may affect the borrower’s
ability to repay, estimated value of any underlying collateral and prevailing economic
conditions. This evaluation is inherently subjective as it requires estimates that are susceptible
to significant revision as more information becomes available.

A loan is considered impaired when, based on current information and events, it is probable that
the Company will be unable to collect the scheduled payments of principal or interest when due.
Factors considered by management in determining impairment include payment status, collateral
value, and the probability of collecting scheduled principal and interest payments when due.
Loans that experience insignificant payment delays and payment shortfalls generally are not
classified as impaired. Management determines the significance of payment delays and payment
shortfalls on a case-by-case basis, taking into consideration all of the circumstances surrounding
the loan and the borrower, including the length of the delay, the reasons for the delay, the
borrower’s prior payment record, and the amount of the shortfall in relation to the principal and
interest owed. Impairment is measured on a loan by loan basis for commercial and commercial
real estate loans by either the present value of expected future cash flows discounted at the
loan’s effective interest rate, the loan’s obtainable market price, or the fair value of the collateral
if the loan is collateral dependent.

Large groups of smaller balance homogeneous loans are collectively evaluated for impairment.
Accordingly, the Company does not separately identify individual consumer and residential
loans for impairment disclosures.

(@)

(continued)




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

Transfer of Financial Assets. Transfers of financial assets are accounted for as sales, when control
over the assets has been surrendered. Control over transferred assets is deemed to be
surrendered when (1) the assets have been isolated from the Company, (2) the transferee obtains
the right (free of conditions that constrain it from taking advantage of that right) to pledge or
exchange the transferred assets, and (3) the Company does not maintain effective control over
the transferred assets through an agreement to repurchase them before their maturity.

Income Taxes. Deferred income tax assets and liabilities are recorded to reflect the tax consequences
on future years of temporary differences between revenues and expenses reported for financial
statement and those reported for income tax purposes. Deferred tax assets and liabilities are
measured using the enacted tax rates expected to apply to taxable income in the years in which
those temporary differences are expected to be realized or settled. Valuation allowarces are
provided against assets which are not likely to be realized.

Premises and Equipment. Leasehold improvements and furniture, fixtures and equipment are stated
at cost less accumulated depreciation and amortization. Depreciation and amortization expense
are computed on the straight-line basis over the estimated useful life of each type of asset.

Earnings (Loss) Per Share. Basic earnings (loss) per share is computed on the basis of the
weighted-average number of common shares outstanding. Diluted earnings (loss) per share is
computed based on the weighted-average number of shares outstanding plus the effect of
outstanding convertible debentures, computed using the "if converted" method.

Off-Balance-Sheet Instruments. In the ordinary course of business the Company has entered into
off-balance-sheet financial instruments consisting of commitments to extend credit, standby
letters of credit and unused lines of credit. Such financial instruments are recorded in the
consolidated financial statements when they are funded.

Fair Values of Financial Instruments. The following methods and assumptions were used by the
Company in estimating fair values of financial instruments:

Cash and Cash Equivalents. The carrying amounts of cash and cash equivalents approximate
their fair value.

Securities. Fair values for securities held to maturity and available for sale are based on
quoted market prices, where available. If quoted market prices are not available, fair values
are based on quoted market prices of comparable instruments.

Loans. For variable-rate loans that reprice frequently and have no significant change in credit
risk, fair values are based on carrying values. Fair values for fixed-rate mortgage (e.g. one-to-
four family residential), commercial real estate and commercial loans are estimated using
discounted cash flow analyses, using interest rates currently being offered for loans with
similar terms to borrowers of similar credit quality.

Accrued Interest Receivable. Book value approximates fair value.

(continued)




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued
Fair Values of Financial Instruments, Continued.
Federal Home Loan Bank Stock. Federal Home Loan Bank stock is stated at redemption
value which approximates fair value.

Deposit Liabilities. The fair values disclosed for demand, NOW, money-market and savings
deposits are, by definition, equal to the amount payable on demand at the reporting date (that
is, their carrying amounts). Fair values for fixed-rate certificates of deposit are estimated
using a discounted cash flow calculation that applies interest rates currently being offered on
certificates to a schedule of aggregated expected monthly maturities on time deposits.

Federal Home Loan Bank Advances. The fair value for the Federal Home Loan Bank
advances is estimated using discounted cash flow analysis based on the Company's current
incremental borrowing rates for similar types of borrowings.

Other Borrowings. The carrying amount of the line of credit approximates its fair value.
Convertible Debentures. The fair value is approximately the same as the carrying value.

Off-Balance-Sheet Instruments. Fair values for off-balance-sheet lending commitments are
based on fees currently charged to enter into similar agreements, taking into account the
remaining terms of the agreements and the counterparties’ credit standing.

Stock Compensation Plans. Statement of Financial Accounting Standards (SFAS) No. 123,
Accounting for Stock-Based Compensation, as amended by SFAS 148 Accounting for Stock-
Based Compensation Transition and Disclosure (collectively "FASB No. 123") encourages all
entities fo adopt a fair value based method of accounting for employee stock compensation
plans, whereby compensation cost is measured at the grant date based on the value of the award
and is recognized over the service period, which is usually the vesting period. However, it also
allows an entity to continue to measure compensation cost for those plans using the intrinsic
value based method of accounting prescribed by Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees, whereby compensation cost is the excess, if any, of
the quoted market price of the stock at the grant date (or other measurement date) over the
amount an employee must pay to acquire the stock. Stock options issued under the Company’s
stock option plan have no intrinsic value at the grant date, and under Opinion No. 25 no
compensation cost is recognized for them. The Company has elected to continue with the
accounting methodology in Opinion No. 25 and, as a result, has provided proforma disclosures
of net earnings (loss), and earnings (loss) per share and other disclosures, as if the fair value
based method of accounting had been applied.

Comprehensive Income. Accounting principles generally require that recognized revenue, expenses,
gains and losses be included in net earnings (loss). Although certain changes in assets and
liabilities, such as unrealized gains and losses on available-for-sale securities, are reported as a
separate component of the equity section of the consolidated balance sheet, such items, along
with net earnings (loss), are components of comprehensive income (loss).

(continued)




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued
Comprehensive Income, Continued. The components of other comprehensive income and related
tax effects are as follows (in thousands):
Year Ended December 31,

2002 2001
Holding gains (losses) on available-for-sale securities........... $222 (13)
Gains realized in OPErations .........c.coceevvivreerierieerereoreseeeennnees - 16
Net unrealized gaINS ......ccoovivieviieeieiere e 222 3
TaX € ECt . o (83) 1)
Net-0f-1aX @amMOUNT......cvciieeeiitiieeieieierei et enes $139 2

Reclassifications. Certain amounts in the 2001 consolidated financial statements have been
reclassified to conform to the 2002 presentation.

Recent Pronouncements. In November 2002, the Financial Accounting Standards Board issued
FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness to Others" ("FIN 45"), which
expands previously issued accounting guidance and disclosure requirements for certain
guarantees. FIN 45 requires the Company to recognize an initial liability for the fair value of
an obligation assumed by issuing a guarantee. The provision for initial recognition and
measurement of the liability will be applied on a prospective basis to guarantees issued or
modified after December 31, 2002. The adoption of FIN 45 is not expected to materially affect
the consolidated financial statements.

(2) Securities Available for Sale
Securities have been classified according to management's intent. The carrying amount of securities
and their approximate fair values are as follows (in thousands):

Amortized Unrealized  Unrealized Fair
Cost Gains Losses Value
At December 31, 2002
Mortgage-backed securities..........ccoevrviviinnene $11,628 183 (25) 11,786
U.S. Government and
Agency SeCUrities .......ccceveercrnerincciennn. 8,122 63 - 8.185
$19.750 246 25 19,971
At December 31, 2001
Mortgage-backed securities......c..ccoeverirerverenn, 3,145 21 (23) 3,143
U.S. Government and
AZENCY SECULItIS ..vvvveririiececcie i 623 1 - 624
$ 3,768 22 23 3,767
(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(2) Securities Available for Sale, Continued
The scheduled maturities of securities at December 31, 2002 are as follows (in thousands):

Amortized
Cost

Due from one-to-five years
Due from five-to-ten years
Due in over ten years
Mortgage-backed securities

For the years ended December 31, 2002 and 2001, proceeds from the sales of securities available for
sale amounted to $125,000 and $2,269,000. There were no gross realized gains or losses in
2002. Gross realized gains amounted to $16,000 in 2001.

(3) Loans
The components of loans are as follows (in thousands):
At December 31,

2001

Residential real €State .......cooeevvieeviiiiiieeeiieeerieeeeree e $24,412 29,172
Commercial real estate .....c...cooceeevveeeeivieieniiecceiec e, 7.649 8,090

Home equity 10ans .......cccovveereeieninenieeeiecee e 10,979 6,836
CommErcial.....cccveieeiiiiiee et 3,805 2,598
COMSUMET ..vitiieeiiieee ettt ceenre e e e ebe e e e s seree s ceenntaaeeens 2,431 2,899
CONSIIUCTION. ..cvvieiieririe e sie et eiee e e saa e 1.974 1.897

Total 10anS.......cccoeviiieeiiieee e 51,250 51,492

(Subtract) add:

Allowance for 10an l0SSeS .......cccovvveerviicieiiecieeeieeenn, (510) (599)

Net deferred loan fees and underwriting costs........... 279 309

LOAIS, NET....iiiiiiieiiiie ettt seeas $51.019 51.202

An analysis of the change in the allowance for loan losses follows (in thousands):

2002 2001
Beginning balance ..o, $ 599 281
Provision for 1oan 10SS€S.....cccccvvvverincinireceirec 110 318
Charge-offs ....coiveeiceie e (225) -
RECOVETIES. . ccecuiiieeiieeeciie ettt e e sre e e e e e saees _26 -
Ending balance.............ccovveieviniiniiieiieeneeesieeeeve v, $510 599
(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(3) Loans, Continued
The following summarized the amount of collateral dependent impaired loans (in thousands):

At December 31,
2002 2001
Loan identified as impaired:
Gross loan with related allowance for losses recorded.... $ 823 450
Less allowance on this loan.........c.ccceevviiieiiiee e, (30) (225)
Net investment in impaired 10ans .......cccocevvievenceneneesene $793 225

The average net investment in impaired loans and interest income recognized and received on this
loan is as follows (in thousands):

Year Ended December 31,

2002 2001
Average net investment in the impaired loan ........c............... $ 367 244
Interest income recognized on the impaired loan .................. $ - 4
Interest income received on the impaired loan..................... $ - _4
Nonaccrual and past due loans were as follows (in thousands):
At December 31,
2002 2001
NoNaccrual loans.........occvvvieviieveiiiee et $1,327 620
Past due ninety days or more but still accruing ............... - 334
§ 1327 954

(4) Real Estate Under Development
FSB Development Corp. has purchased developed building lots and is constructing two single family
homes on the lots. The components of real estate under development are as follows (in

thousands):
At December 31,
2002 2001
Developed building 10tS.......c.cccoriiivieiiiiieciicceee, $ 979 979
ConStruction in ProOrESS ..c.ceciiereerieercreieeeireeererieenreessveens 1.659 600
$2.638 1579

At December 31, 2002, estimated costs to complete construction are $20,000. Aggregate estimated
sales prices are approximately $3.0 million.

(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consclidated Financial Statements, Continued

(5) Premises and Equipment
A summary of premises and equipment follows (in thousands):
At December 31,
2002 2001

Leasehold improvements 850 729
Furniture, fixtures and equipment 924 306

Total, at cost 1,774 1,035

Less accumulated depreciation and amortization (373) (227)

Premises and equipment, net $ 1401 808

The Company leases its office facility under an operating lease. The lease contains an escalation
clause which provides for annual adjustments for the Company's pro rata share of operating
expenses as well as renewal options. Rent expense under the operating lease during the years
ended December 31, 2002 and 2001 was $ 249,000 and $152,000 respectively. Future rentals
over the remaining noncancellable lease terms are as follows (in thousands):

Year Ending

December 31, Amount
2003 et e $ 308
2004 ... e 187
2005 e 201
2000, ettt 206
2007 e e 134
Thereafter.......cccooeeiernieiiiiiee e 540
Total minimum lease payments...........c.ccc.eevuee. $1.576

(6) Deposits
The aggregate amount of time deposits with a minimum denomination of $100,000, was
approximately $12.4 and $15.1 million at December 31, 2002 and 2001, respectively.

At December 31, 2002, a schedule of maturities of time deposits follows (in thousands):

Year Ending

December 31, Amount
2003 et aaae s $ 30,180
200G, e 2,602
2005 e st e e e s 1,608
2006, e 525
2007 et 2,771

(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(7) Other Borrowings
The components of other borrowings are as follows (in thousands):

At December 31,
2002 2001
ConStruCtion LOANS....vuiiieiii e cerre e eeans $ 1,459 692
LAne OF CIEAIt.eee oo - 600
$ 1.459 1292

In 2001, the Company, through its subsidiary, FSB Development Corp. entered into construction
loans that provide up to $2,000,000 to be used for construction of single family homes. The
loans bear interest at the prime rate (4.25% at December 31, 2002) and matured January 1, 2003.
In December 2002, the loans were extended to June 1, 2003. The loans are collateralized by the
single family homes currently under construction. Interest is payable monthly. All unpaid
principal and interest are due at maturity. At December 31, 2002 and 2001, the total amount
outstanding was approximately $1.5 million and $692,000, respectively. During the year ended
December 31, 2002 and 2001, interest of $95,000 and $104,307, respectively was capitalized.

In addition, the Holding Company entered into a line of credit to provide up to $1.5 million
including an interest reserve of $150,000 to be used as additional capital for its subsidiaries.
The line bears interest as prime minus %% (3.75% at December 31, 2002), is payable monthly
and matures in 2003. The line is collateralized by 100% of the Bank's stock. No amounts were
outstanding at December 31, 2002. At December 31, 2001, $600,000 was outstanding.

(8) Federal Home Loan Bank Advances
Maturities and interest rates of advances from Federal Home Loan Bank of Atlanta ("FHLB")
consisted of the following ($ in thousands):

Maturity Year Call Interest Rate at At December 31,
Ending December 31, Date December 31, 2002 2001
Current ....ooceevvvevennae N/A 1.0% $ 900 -
2010, 2001 5.92% 2.000 2.000
$ 2,900 2,000

Certain of the advances are callable by the FHLB at the dates indicated and various dates thereafter.
The advances are collateralized by a specific collateral lien requiring the Company to maintain
qualifying first mortgage loans, all of the Bank’s FHLB stock, and securities available for sale
with a carrying value of $2,151,000 and $3,143,000 at December 31, 2002 and 2001,
respectively. At December 31, 2002, $3.2 million in qualifying first mortgage loans were
pledged as collateral. There were no loans pledged at December 31, 2001.

(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(9) Convertible Debentures
On August 5, 2002 and September 24, 2002, the Company issued $3.17 million in the aggregate of
convertible debentures due March 31, 2009 (principal amount of $1,000 per debenture). The
debentures pay interest at 4% and are convertible at the option of the holder at any time prior
to maturity beginning one year after original issuance into the Company's common stock at a
conversion price of $11 per share. The convertible debentures are convertible into the
Company's common stock. The convertible debentures were issued pursuant a registration

statement (Registration No. 333-84082) initially filed with the Securities and Exchange
Commission on March 8, 2002 and declared effective on May 2, 2002, registering 5,000
convertible debentures ($5,000,000 aggregate offering amount). Pursuant to the convertible
debentures, if an event of default has occurred, a holder may elect to accelerate the principal
amount of each debenture, together with accrued but unpaid interest, so that the debentures will
become immediately due and payable. An event of default is generally defined to include any
default on the payment of the principal of or interest on any debenture, bankruptcy, default on
indebtedness of more than $1.0 million and failure to comply with a convertible debenture
holder's conversion request. If an event of default has occurred or is continuing, the Company
will be prohibited from declaring or paying any dividends on its common stock.

(10) Income Taxes
Income taxes (benefit) consisted of the following (in thousands):

Years Ended December 31,
2002 2001

Deferred:
Federal .....couviiieriiieiciiecees et $43 (84)

STALE <ot i (14)
Total deferred.......ccccoovveieieiieeceree $5 (98)

(continued)

15




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(10) Income Taxes, Continued
The reasons for the differences between the statutory Federal income tax rate and the effective tax
rate are summarized as follows ($ in thousands):

2002 2001
% of % of
Pretax Pretax
Amount Earnings Amount Loss
Income taxes (benefit) at statutory rate .......... $ 34 34.0% $(86) (34.0)%
Increase resulting from:
State taxes, net of Federal tax benefit....... 5 5.0 %) (3.8)
Oher .o 11 11.0 3) (1.1)
$50 50.0% 528  (389%

The tax effects of temporary differences that give rise to significant portions of the deferred tax
assets and deferred tax liabilities are presented below (in thousands).

At December 31,
2002 2001
Deferred tax asset:
Organizational and preopening CostS.........cceeevennine. $ 56 93
Allowance for 1oan 10SSes ........ccccoveeevreenivieeneeennne. 29 101
Net operating loss carryforwards..........cccccovvenennenne. 730 609
OFNeT oo _15 22
Deferred tax assets....cocvveeeerveeeeevirieineiineeeanee 830 825
Deferred tax liabilities:
Accrual to cash adjustment.............ccoeceevvverveniceeinnnns (147) (120)
Premises and equipment ........c.ccocvevieneernneeninecenens (33) (%)
Unrealized gain on securities available for sale ........ (83 -
Deferred tax liabilities .........ccccoeeeevieivnenennn., (263) (125)
Net deferred tax asset......coocevvrveiievniveeennnn $ 567 700

At December 31, 2002, the Bank has the following net operating loss carryforwards available to
offset future taxable income (in thousands):

Expiration

2018 it $ 4
20719 e 1,119
2020 et 491
2021 e 294
20220t 33
$1.941
(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(11) Financial Instruments
The Company is a party to financial instruments with off-balance-sheet risk in the normal course of
business to meet the financing needs of its customers. These financial instruments are unused
lines of credit and standby letters of credit and may involve, to varying degrees, elements of
credit and interest-rate risk in excess of the amount recognized in the consolidated balance sheet.
The contract amounts of these instruments reflect the extent of involvement the Company has
in these financial instruments.

The Company's exposure to credit loss in the event of nonperformance by the other party to the
financial instrument for unused lines of credit and standby letters of credit is represented by the
contractual amount of those instruments. The Company uses the same credit policies in making
commitments as it does for on-balance-sheet instruments.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation
of any condition established in the contract. Commitments generally have fixed expiration dates
or other termination clauses and may require payment of a fee. Since some of the commitments
are expected to expire without being drawn upon, the total commitment amounts do not
necessarily represent future cash requirements. The Company evaluates each customer's credit
worthiness on a case-by-case basis. The amount of collateral obtained if deemed necessary by
the Company upon extension of credit is based on management's credit evaluation of the
counterparty.

Standby letters of credit are conditional commitments issued by the Company to guarantee the
performance of a customer to a third party. The credit risk involved in issuing letters of credit
is essentially the same as that involved in extending loans to customers.

The estimated fair values of the Company's financial instruments were as follows (in thousands):

At December 31, 2002 At December 31, 2001

Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets:
Cash and cash equivalents...........cccooeeireeennenne. $ 5,447 5,447 3,253 3,253
Time deposits ......coceeveriirirniis e 1,153 1,153 1,182 1,182
Securities available forsale.......ccooovviiviiiiiciinnis 19,971 19,971 3,767 3,767
Loans receivable..... ...oooccoiiiiiiieeieccciecceeeee 51,019 51,452 51,202 51,863
Loans held forsale ......ooovveeviiiiiieeeeeeeeee e 1,126 1,126 - -
Accrued interest receivable .........ccocoovievieieniennn, 453 453 341 341
Federal Home Loan Bank stock.......ccooeeeevnnene 375 375 205 205
Financial liabilities:
DePOsits..ccoviiiiieice e 69,440 69,973 52,863 53,298
Federal Home Loan Bank advances...................... 2,900 3,277 2,000 2,244
Other bOrrowWings ......ccocceviiieviieie e e 1,459 1,459 1,292 1,292
Corporate debentures.........coceooeviirenvreeneineecneeinn 3,167 3,167 - -
(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(11) Financial Instruments, Continued
Standby letters of credit and unused lines of credit typically result in loans with a market interest rate
when funded. A summary of the amounts of the Company's financial instruments, with off-
balance-sheet risk follows at December 31, 2002 (in thousands):

Estimated
Contract Carrying Fair
Amount Amount Value
Unused lines of credit......oocoovvveeviiiveeeieeeecee, $10.341 - -
Standby letters of credit......ccoveieeiiiiviiieineeen, $__ 201 - -

(12) Stock Options
The Company has granted options to purchase shares of the Company's common stock. The options

have a term of ten years and vest between four and five years. A summary of stock option
transactions follows:

Per Share

Number of Option
Shares Price
Outstanding at December 31, 2000 .......ccooovivevieeiereereee e 59,500 $10
Options granted .......coovvieeiiieeiieeie et 58,750 10
Outstanding at December 31, 2001 and 2002 ...........cccoveeennn.. 118.250 $10

The weighted-average remaining contractual life of the outstanding stock options at December 31,
2002 and 2001 was 89 months and 101 months, respectively.

These options are exercisable as follows:

Number Weighted-Average

Year Ending of Shares Exercise Price
CUTENHLY ..ot 65,500 §10
2003 Lt eres 21,750 10
2004 o 18,500 10
2005 o e e 12,500 10
118,250 $ 10

(continued)

18




FLORIDA SAVINGS BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements, Continued

(12} Stock Options, Continued

The Company accounts for their stock option plans under the recognition and measurement
principles of APB No. 25 and related Interpretations. No stock-based employee compensation
cost is reflected in net earnings (loss), as all options granted under those plans had an exercise
price which approximated the market value of the underlying common stock on the date of grant.
The following table illustrates the effect on net earnings (loss) and earnings (loss) per share if
the company had applied the fair value recognition provisions of FASB No. 123 to stock-based
employee compensation (in thousands, except per share amounts).

Year Ended December 31,
2002 2001

Net earnings (loss), as reported $ 50 (154)

Deduct: Total stock-based employee compensation
determined under the fair value based method for
all awards, net of related tax effect

Proforma net loss

Basic earnings (loss) per share:
As reported

Proforma

Diluted earnings (loss) per share:
As reported . (20)

Proforma i (31)
The fair value of each option granted in 2001 was $3.79. There were no options granted in 2002.

The fair value of each option grant is estimated on the date of grant using the minimum value
method with the following assumptions:

Risk-free INtETESt TALE......eervieneeitieriiierieeteie ettt sie et beste e saaesreeneans 5.0%
Dividend yield.....coooiiirriiiei e 0%
Expected VOIatility ....cccovveeireeiiiesisesisesn st 0%
Expected life i YEArS.....covieciieteierr ettt 10 years
(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(13) Related Party Transactions
In the ordinary course of business, the Company has granted loans to and accepts deposits from
principal officers and directors and their affiliates. These are summarized as follows (in

thousands):
Year Ended December 31,
2002 2001
Loans:
Beginning balance ..........cccoeeveeveenirieenesesieeeereennes $112 -
AdIEIONS. ..ottt 75 112
Repayments.........ccoovuiviiiiiiiiiieiiiie e a7 -
Ending balance.........c..coeeveveveiiieeeeeeeeeeeeeee e $ 110 112
Deposits at end of Year.......cccocvviiiiiienceee e § 524 404

(14) Legal Contingencies
Various legal claims also arise from time to time in the normal course of business which, in the
opinion of management, will have no material effect on the Company's consolidated financial
Statements.

(15) Credit Risk
The Company grants the majority of its loans to borrowers throughout Miami-Dade County, Florida.
Although the Company has a diversified loan portfolio, a significant portion of its borrowers'
ability to honor their contracts is dependent upon the economy in Miami-Dade County, Florida.

(16) Regulatory Matters
Banking regulations place certain restrictions on dividends and loans or advances made by the Bank
to the Company.

The Bank is subject to various regulatory capital requirements administered by the regulatory
banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory
and possibly additional discretionary actions by regulators that, if undertaken, could have a direct
material effect on the Company's consolidated financial statements. Under capital adequacy
guidelines and the regulatory framework for prompt corrective action, the Bank must meet
specific capital guidelines that involve quantitative measures of their assets, liabilities, and
certain off-balance-sheet items as calculated under regulatory accounting practices. The capital
amounts and classification are also subject to qualitative judgements by the regulators about
components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Bank to
maintain minimum amounts and percentages (set forth in the table below) of total and Tier 1
capital (as defined in the regulations) to risk-weighted assets (as defined) and of Tier 1 capital
(as defined) to assets (as defined). Management believes, as of December 31, 2002 and 2001,
the Bank met all capital adequacy requirements to which they are subject.

(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(16) Regulatory Matters, Continued

As of December 31, 2002, the most recent notification from the regulatory authorities categorized
the Bank as well capitalized under the regulatory framework for prompt corrective action. To
be categorized as well capitalized, an institution must maintain minimum total risk-based, Tier
I risk-based, and Tier I leverage percentages as set forth in the following tables. There are no
conditions or events since that notification that management believes have changed the Bank's
category. The Bank's actual capital amounts and percentages are also presented in the table
(dollars in thousands).

Minimum
To Be Well
Capitalized Under
For Capital Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount % Amount % Amount %
As of December 31, 2002:
Total capital to Risk-
Weighted assets.............. $ 7,735 14.77%  $4,190 8.00% $5,237 10.00%
Tier I Capital to Risk-
Weighted Assets............. 7,226 13.80 2,095 4.00 3,142 6.00
Tier I Capital
to Total Assets................ 7,226 8.97 3,222 4.00 4,028 5.00
As of December 31, 2001:
Total capital to Risk-
Weighted assets.............. 5,707 12.81 3,564 8.00 4,455 10.00
Tier I Capital to Risk-
Weighted Assets............. 5,334 11.97 1,782 4.00 2,673 6.00
Tier I Capital
to Total Assets.........c..... 5,334 8.75 2,438 4.00 3,048 5.00
(continued)
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Notes to Consolidated Financial Statements, Continued

(17) Earnings (Loss) Per Share
The following is a reconciliation of the numerators and denominators of the basic and diluted
earnings (loss) per share computations ($ in thousands, except per share amounts).

Year Ended December 31,

2002 2001
Weighted- Per Weighted- Per
Average Share Average Share
Earnings Shares Amount Earnings Shares Amount
Basic EPS:
Net earnings available to
common stockholders....... $50 757,000 $.07 $(154) 751,500 $(29)
Effect of dilutive securities-
Incremental shares from assumed
conversion of debentures.. S1 71,978 - -
Diluted EPS:
Net earmnings available to common
stockholders and assumed
CONVETSIONS ...ovcveeeerrirennen, $101 828,978 $.12 $(154) 751,500 $ (20

(18) Parent Company Only Financial Information
The Holding Company's unconsolidated financial information is as follows (in thousands):

Condensed Balance Sheets

At December 31,
2002 2001
Assets

CaSH e $ 93 33

TIME AEPOSIL .vvvivereiiiieiieie ettt a e eae v e n 254 -
Investment in SUDSIAIATIES......vviivevrieecereee et 7,810 5,961
Due from SUDSIAIATIES v.eveiivicieiieee ettt 1,240 881
Deferred tax @SSEL ..oovvvveiiiiiieeeiieeeee et 200 93
OTET ottt st a e 265 76
TOtAl @SSEIS....vvviiieii ittt e et $9.862 7.044

Convertible debentures ........oooiiieveiieeee et eveaveeeaes 3,167 -
Line of Credite . .vii e - 600
Other Habilities ...cvvviiiiiiiii e 65 3
Stockholders' €qUILY ......eoveeviieiieiiericrie e 6.630 6,441
Total labilities and stockholders' equity .....ccooveveveririenne. $9.862 7,044
(continued)
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FLORIDA SAVINGS BANCORP AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(18) Parent Company Only Financial Information, Continued
Condensed Statements of Operations

Year Ended December 31,
2002 2001

Revenues $ 32 44
Expenses (192) (119)

Loss before earnings (loss) of subsidiaries (160) (75)
Earnings (loss) of subsidiaries 210 (79)

Net earnings (loss) $_35 (154)

Condensed Statements of Cash Flows
Year Ended December 31,
2002 2001

Cash flows from operating activities:
Net 2arnings (10SS) -...eevveeeireereriereinreesieeeirieseeereenreee e $ 50 (154)
Adjustments to reconcile net earnings (loss) to net cash
used in operating activities:

Equity in undistributed (earnings) loss of subsidiaries.... (210) 79
Net increase in due from subsidiaries.........c.ccceevvveeennnne. (359) (298)
Net increase in deferred tax asset ......ccoceeevvvrreeenveeeieene. (107) (45)
Net increase in other assetS......cvvvviererirrrceeeirreerierieennes (189) (76)
Net decrease in other liabilities.........ccoccoveirercinennvenene 62 _ )
Net cash used in operating activities........cocevevveerrverceennen. (753) (495)
Cash flows from investing activities:
[nvestment in SUbSIAIATIES.......coverceerienireerrereseeeeeee e (1,500) (602)
Increase in time dePOSIt.....ovveeeivueererrciiesieiie e e (254) -
Net cash used in investing activiti€S........ccvvererrecreerieennne (1.754) (602)
Cash flows from financing activities:
Net (decrease) increase in line of credit .....ccocvvvveverieeecinen. (600) 600
Proceeds from the sale of subordinated debentures............... 3,167 -
Proceeds from issuance of common stocK...........cccveeecnnnennee. - 235
Net cash provided by financing activities...........ceevveenee 2.567 835
Net decrease in cash and cash equivalents..........ccocceeveeeiieennins 60 (262)
Cash and cash equivalents at beginning of the year ................... 33 295
Cash and cash equivalents at end of year ..........ccocooveevveriennnnenn $__93 33
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